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AQUITAINE TOWER 
Progress on December 


31st, 1968 


Symbolizing the Permanence 
of 
Aquitaine in Canada 


THE MODEL 


PRESIDENT'S REPORT 
on behalf of the Board of Directors 


A major development in the short history of 
Aquitaine Company of Canada Ltd. took place in 
late 1968 when for the first time shares of the 
Company were offered to the public. 


After five years as a privately owned subsidiary 
of Société Nationale des Pétroles d’Aquitaine, the 
Company had become firmly established in the 
Canadian oil industry, with rapid growth in re- 
serves, production, revenue and net income. Having 
thus achieved a reliable base for long term Canadian 
operations, Aquitaine Company of Canada Ltd. 
invited public participation in the Company and 
successfully placed 1,100,000 shares, representing 
6.67% of its equity capital, in Canada. At year end 
the shares were listed in the industrials section of 
the Toronto and Montreal stock exchanges. 


As had been forecast, all the measurements of 
growth showed improvement in 1968. Net income 
exceeded $5,012,000, an increase of some $1,467,000 
over 1967. Cash flow amounted to $6,250,478, an 
increase of $2,074,444. Other financial figures are 
found elsewhere in this report. 


The Company pursued its previous policy of 
acquiring and exploring large new areas, with the 
objective of finding major reserves. The excitement 
now shown by the industry in the Strachan-Ricinus 
play in southwestern Alberta illustrates the success 
of the Company’s early participation in this area, 
where it holds over 71,855 net lease and reservation 
acres, 


Rainbow and Zama in northwestern Alberta 
again contributed substantially to the fruitful explor- 
ation activity of the Company and its partners in 
those areas, where 4 reservoirs of oil and 1 of gas 
were discovered in 1968. The Company’s net share 
of production from this region reached 21,000 bar- 
rels daily by year end. 


The accelerated oil operations in Northern 
Canada find Aquitaine well represented, with favor- 
ably located acreage in the MacKenzie Delta and 
Arctic Islands. Much of this land is owned 100% 
by the Company. 


Exploration in the Hudson Bay, where Aqui- 
taine is operator for two groups, advanced substan- 
tially and satisfactorily during the year. Following 
completion of a 3248 mile marine seismic study of 
the area, the decision was made in early 1969 to 
drill in mid-Hudson Bay during the coming summer. 
The Company’s net acreage in the Hudson Bay 
play is in excess of 22.5 million acres. 


Aquitaine Tower, the Company’s twenty- storey 
office building in downtown Calgary, is nearing com- 
pletion, and occupancy of this attractive structure is 
expected to be available in mid-summer. 


In summary, the Company has concluded an 
active and rewarding year, the best in its experience 
to date. Prospects for 1969 appear encouraging, and 
further improvements in revenues are foreseen. 


G. RUTMAN/ President 


EXPLORATION 


Two main factors stand out in the exploratory 


activity of Aquitaine Company of Canada Ltd 
during 1968: a large increase in the Company’s 
acreage position, particularly in the northern basins; 
and the discovery of a thick sour gas reservoir at 
Strachan in Central Alberta. 


Most significant for the Canadian oil explora- 
tion industry in 1968 has been the impact of the 
Prudhoe Bay discovery in northern Alaska. This 
discovery, dramatically proving the existence of 
major oil reserves in the Arctic, has prompted a rush 
for available acreage in the Canadian northern 
basins which later spread to the other, less explored 
areas of Canada, principally offshore. 


Although the Company had somewhat antici- 
pated this movement by acquiring substantial posi- 
tions in the North West Territories, MacKenzie 
Delta and Hudson Bay in previous years, the Com- 
pany significantly increased its total acreage in 
these areas during the past year. 


At the end of 1968, the Company’s over-all 
net acreage stood at over 30,000,000 acres 
(83,000,000 gross acres), an increase of 25,000,000 
net acres (71,000,000 gross) over 1967. 


In Central Alberta, an important discovery of 
sour gas was made in June 1968 by the Banff- 
Aquitaine team (Aquitaine 90%). This discovery 
proved the existence of major gas reserves in a 
deeply buried, thick Devonian reef reservoir. 


Exploration and development operations have 
been carried out in the general Rainbow area, but 
on a reduced scale compared to previous years. 


Elsewhere, an active exploration programme has 
been taking place on Aquitaine’s most promising 
acreage, particularly in British Columbia and the 
Northwest Territories. The Company’s extensive hold- 
ings in the Hudson Bay have been subjected to a 
major seismic survey which yielded drilling loca- 
tions to be tested in 1969. 


In summary, Aquitaine participated in the 
drilling of 27 exploratory wells in 1968, of which 
5 found oil, 4 found gas and 18 have been aban- 
doned. Of the abandoned wells, 4 were drilled at 


no cost to Aquitaine. 
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Seismic Shot, Strachan Area 
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C.G.G. Andromede 


Hudson Bay Area 
(Manitoba, Ontario and offshore) 


The two groups of oil companies led by Aqui- 
taine have been very active during 1968 in the 
Hudson Bay area. A land seismic survey was carried 
out on the permits of the Sogepet block (Aquitaine 
29%) along the southern shore of the Bay. 


During the summer, an extensive refraction 
seismic survey covering over 3000 miles was carried 
out in the Bay, mostly on the Arco block of permits. 


Following the results of the latter seismic survey, 
drilling locations were selected to be drilled in 1969. 


After exercise of options on the Arco block 
and applications for new permits, Aquitaine total 
acreage in the Hudson Bay Basin now stands at 


21,700,000 net acres (70,850,000 gross acres). 


Mining Exploration 


The Company, in 1968, initiated reconnaissance 
mining surveys for uranium and other minerals. 
Four geophysical reservations were acquired in Man- 
itoba, at a short distance from the Hudson Bay. 
Total acreage involved is 311,000 net acres (414,700 
gross acres). 


Geophysical detail and core drilling is expected 
to take place in 1969 and early 1970. 


The Company is planning to actively pursue 
exploration for minerals through 1969. 


HUDSON BAY 
AREA 


GROSS 70,851,579 
NET 21,740,512 


Shooting in Hudson Bay 
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Northwest Territories 
(including Arctic Islands and Beaufort Sea) 


At the end of 1968, Aquitaine’s acreage in the 
Territories stood at 6,100,000 net acres (7,750,000 
gross), an increase of 4,000,000 net acres in the 
past year. 


Nearly all this new acreage is located in the 
northernmost basins, thought the most likely to 
have a geological environment comparable to that 
of the Prudhoe Bay discovery. The breakdown for 
these new acquisitions is as follows: 


Arctic Islands (Mostly offshore) 615,000 net acres 
MacKenzie Delta (Shallow water) 306,000 net acres 
Beaufort Sea (Deep water) 2,868,000 net acres. 


Acreage in the Arctic Islands was selected 
and filed by Aquitaine, principally in the Sverdrup 
Basin where the Panarctic Group has been conduct- 
ing seismic surveys in 1968 and where the 2 wells 
indicated on the map are presently in the preparation 
stage. 


ARCTIC AREA 


In early 1969, a 75% interest was acquired in 
permits off Melville Island (1,190,000 gross acres, 
892,500 net), previously filed by Banff Oil. 


In the MacKenzie Delta and Beaufort Sea, 
Aquitaine’s land position is believed to give the 
Company representation in the interesting plays 
that may be envisaged in the area, once the active 
exploration fully develops. 
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Alberta 


In Central Alberta, the Banff-Aquitaine Strachan 1-40 
10-31 deep exploratory test encountered in June of 
1968 a thick Devonian Ds reef. This reservoir beac 
had a very substantial gas pay with about 9% 139 
hydrogen sulphide content. A follow-up well was 
started later in the year, about 1 mile east of the 
discovery, and completed in early 1969, confirming 
the presence of an important gas reserve. Subsequent 
sales of crown reserves in the general area reached 
record highs, and intensive seismic and drilling 1.37 
activity is currently taking place. 


T.38 


The map shows the substantial land position 
of Aquitaine in the general area, and the locations 
of the announced Strachan area Ds gas wells. Also 
shown are three drilling reservations purchased by 
others in the last six months for a total of $20.5 1.35 
million. : R.13 R.12 R11 R.10 R9  —-_R.8 W5M 
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Drilling at Rainbow 


In Northern Alberta, activity in the general 
Rainbow area continued at a slower pace than 
in the recent past. A total of 11 exploratory wells 
were drilled at Rainbow, resulting in 4 oil 
and 2 gas completions. At Zama, an exploratory 
well (Aquitaine 37.5%) resulted in an oil discovery. 
Seismic surveys were carried out in the Rainbow, 
Zama, and Steen-Bistcho areas. 
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Clearing seismic line through heavy timber 


British Columbia 


Seismic surveys were started in 1968 on the 
Company’s holdings in the Fort Nelson basin. 
Simultaneously, a programme of acquisitions was 
carried out bringing the Company’s net acreage to 
nearly 600,000 acres, as compared to 500,000 net 
acres at the end of 1967. 


Saskatchewan 


In Southern Saskatchewan, geophysical opera- 
tions (seismic and gravity) were carried out in 
preparation for the Pheasant project (an industry 
joint undertaking for exploration of the Winnipeg- 
osis reef objective). Most of the Pheasant project 
wells have been drilled in late 1968 and early 1969 


without encouraging results. 


Outside the Pheasant project, wells have been 
drilled to the Winnipegosis objective and abandoned 
during 1968. 


In the Cold Lake area of western Saskatchewan, 
2 wells were drilled in the summer of 1968. One 
of these wells resulted in the discovery of gas in 
the Blairmore sands. After the company had 
acquired a sizeable acreage position in the general 
area (over 700,000 gross acres and 320,000 net 
acres at the end of 1968), an exploration programme 
was launched in early 1969 to determine the poten- 
tial of the area. . 


First Gas Well at Cold Lake - Pierceland Development 


DEVELOPMENT 


Development activity was light in 1968, with 
two wells completed as Keg River oil wells in the 
Rainbow area. At year end a development well was 
nearing completion in the Strachan area, following 
the sour gas discovery. The well was completed in 
early 1969 as a producer. 


PRODUCTION AND RESERVES 


Wells: At the end of 1968, Aquitaine had vary- 
ing interests in 76 wells of which 61 are oil wells 
and 15 gas wells. This represents 27.07 net oil wells 
and 6.94 net gas wells. Of the oil wells, 23.78 are 
in the Rainbow-Zama area, 2.10 in the rest of 
Alberta and 1.19 in Saskatchewan. 


Production: Oil production in 1968 totalled 


5,311,324 gross barrels or 4,414,375 net barrels after 
royalties, for an average production of 12,061 barrels 
per day, a 34% increase over 1967. 


Reserves: Total recoverable reserves at year end 
represent a substantial increase over last year’s 
estimate. 


Crude oil reserves were in excess of 263 million 
barrels; this is 17% above last year’s estimate, as 
a result of discoveries, development and the approval 
by the Alberta Oil and Gas Conservation Board of 
an integrated scheme for oil recovery enhancement 
by solvent and gas injection and sequential depletion 
of reserves, in 8 major pools in the Rainbow Field. 
The 1967 reserves estimate was conservative in re- 
gard to this possible development, the first of its kind 
in Canada. 


Gas reserves were estimated at 377 million 
cubic feet; the bulk of the increase of 81% comes 
from the Strachan discovery in South Western 
Alberta. 


Secondary Recovery: In the Rainbow area, very 
important steps were taken in 1968 towards max- 
imizing recoverable reserves and production through 
secondary recovery. A water-flood was instituted 
in the Rainbow Keg River B and D pools, which 
has increased Aquitaine’s net proven reserves by 
I] million barrels and the Company’s net production 
by 900 barrels per day. 


But even more significant is the institution of 
a miscible flood which will ultimately affect 7 other 
Rainbow pools. For the first time in Alberta, these 
pools are integrated in a common scheme; they will 
be produced one at a time, thus increasing the total 
volume of oil recovered and improving the economics 
of the scheme. 


To achieve this aim, a gas processing plant was 
built at an approximate cost of $14,000,000, in which 
the Company has a 45% interest. The plant was 
completed in 1968, and miscible solvent injection 
started in the Rainbow Keg River A pool. 


The institution of this sophisticated secondary 
scheme will increase the recoverable reserves of the 
7 pools by at least 27 million barrels, as compared 
with primary depletion. Its effect on production will 
be felt starting in 1969. Depending on the result of 
studies presently underway, this scheme may be 
extended to more pools in the coming years. 


The Rainbow plant is also producing sulphur, 
and starting in 1969, sulphur sales will join oil sales 
as a source of revenue for the Company. 


Sulphur and Utilities Building, Rainbow Processing Plant 
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SUMMARY OF DRILLING ACTIVITY 


Exploratory Wells 


Aquitaine % 


of costs 
OIL WELLS 
Vi boys gt: GARY AVON sy aN NM PU UCU N xaeelt DOS IN SN SN cen OR ae ee ARE 90 
45 
37.5 
GAS WELLS 
AT per tra ue RNase alta eR eet tn Rea et) es 8 Zs Ne Coe 90 
45 
DRY HOLES 
AT bert Wi es A Es Ue Ua ys ee Re Oe ER eM SONAL ae 90 
45 
0 
0 
British Cooler eee ae aa de a op to tea veg IE ONG a SULA I 40 
90 
Saskearte ley erat 30 ste ee Ot en E DRI n trues a) es MNEs n 25 
33.5 
20 
50 
0 
6.25 
Nova Scotia _......... ee Me LEAD BN are SUNY St AS UE LR Se 25 
SUSPENDED OPERATIONS 
British: Cole bya ts vig isce cao cH teh ee hee Oe Geena EE REN OR 0 
TOTAL’ EXPLORATORY.) WiEsisl: Scie: fies Menton ee tein elie Uae ies 
Development Wells: 
OIL WELLS 
FN Ls 721g. Beas Aiea Me ied ck RMN Ct Lay Garth POA A vnc ek PUMA G30 EV ONE LANA TAU Sc 45 
GAS WELLS 
YoU | sera ¢: MMMM Ner ene serene AgNO GORDON HH AN CAN EEDU ch DAREN vay UN JE MEE cy ia 45 
TOTAL DEVELGRMEIN Diy ETS spots je nlite) Tm a eee 
ACREAGE HOLDINGS, DECEMBER 31, 1968 
1968 1968 
Gross Net 
Petroleum and Natural Gas Leases 
Alberta Block Ai 2 Gaeta tit COMM sac ea ra eetiee 80,279 35,975 
Alberta? Outside, Block A0/)e. iin gi ae 215,567 95,970 
Saskatchewan’ Vis eosin saa Maen inet vers atl 299,838 62,589 
British), Columbia eee aaa eaten ey 11,091 9,853 
Reservations, Drilling Reservations & Permits 
Alberta Outside: BlockuAl va) ice ke pnc eane siete cs 694,436 476,382 
SaSKAtCHe WARE sly Neat itn NL Oe aa avai ee a 2,465,881 833,484 
British, ‘Columbia oii ak ee ee ce ese 769,992 586,502 
Northwest iil eeritortese 2s ie oe eet 7,476,588 5,857,659 
Wrannitotia: (0/'e seu clear rea ete Nt tess eianee 1,563,105 397,011 
Chater 16 5 00 OVE a CR des ne OCI 986,560 246,640 
Federal Offshore Hudson Bay .....................-.-.-- 68,326,857 21,096,861 
Totali PetroleumvcceNaturalsGasi 2) 82,890,194 29,698,926 
Bituminous; Sands. cieese el sont it ee eee 49,743 24,871 
Potash: Permittee 2: aries pipe pe eaht soa eres eapelals 0 0 
Mineral Reservations (Manitoba) — 0... 414,720 311,040 
12 Ss WO Ud SARE Mees NR BR att foc od A ial oo daha ead 83,354,657 30,034,837 
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1967 
Gross 


89,854 
117,807 
154,335 

6,368 


766,256 
2,272,494 
619,696 
2,442,507 
1,538,162 
986,560 
2,978,963 
11,573,002 
49,743 
72,510 

0 
11,695,255 


Number 


me OO 


ee DO pm wore 


rail 


1967 
Net 


38,388 
57,081 
42,994 

5,603 


438,118 
682,007 
486,242 
2,023,929 
384,540 
246,640 
644,741 
5,050,283 
24,871 
36,255 

0 
9,111,409 


FINANCIAL REVIEW 


Earnings 


Operating revenues for the year 1968 were 
$10,584,862, an increase of 45% over revenues of 
$7,291,117 in 1967. 


Cash income for 1968 totalled $6,250,478, a 
gain of 49% over the previous year. 


Net income for 1968 amounted to $5,012,754, 
exceeding 1967 net income of $3,545,408 by 41%. 


Capital Expenditures 


In 1968 the Company continued its active 
program of exploration and development. Total capi- 
tal expenditures reached $22,713,102, the highest 
level of capital spending in the Company’s history. 


These expenditures were largely attributable to 
the substantial exploration program carried out dur- 
ing the year and the continued development of the 
Rainbow field. 


Financing 


After splitting its 1,000,000 previously outstand- 
ing shares on a 14 to 1 basis, in October 1968 the 
Company consolidated its financial position by con- 
verting $25,200,000 of long term advances from its 
parent company, Société Nationale des Pétroles 
d’Aquitaine, into 1,400,000 shares at $18 per share. 


Subsequently the Company issued to the Can- 
adian public 1,100,000 shares at $14.25 per share. 
This issue yielded the Company an amount of 
$14,734,000. 


The Company borrowed the remaining financial 
requirements from foreign banks. Long term borrow- 


ings increased by $13,657,351. 


Income Tax 


The Company was not subject to income taxes 
in 1968. On December 31, 1968 deductions of 
approximately $42,500,000 were available to be 
carried forward against future taxable income. 


Investments In Other Companies 


In March 1968, the company exercised its right 
to purchase an additional 333,132 common shares of 
Banff Oil Ltd., for a consideration of $3,123,113, 
thereby maintaining its 43.7% holding in this 
company. 


Banff Oil Ltd.’s net profit for the year 1968 
amounted to $1,050,000, an increase of 43.5% over 
the previous year. 


Rainbow Pipe Line Company Ltd., in which 
Aquitaine holds a 30% interest, had a net income 
of $1,768,000, down from $1,908,000 in 1967, chiefly 
as a result of the continuation of competitive tariff 
policies. 
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Rainbow Pipeline Company Ltd. 
Laying of gathering system 
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AQUITAINE COMPANY OF CANADA LTD. 


ASSETS 
CURRENT 1968 ( 
CaS at Oat A ess en oe 446,747 
Short term: tavesitients oo ee a es = 20,866,819 © 
ACCOUNTS: TECCIV ADE ie OO CN Dn a Sees eye NG 2,415,734 
Inventory of materials and supplies, at cost _ SaaS Ue NSS, 611,494 
Prepaid expenses) se ONG UG an Ones 696, 127 
fi « ; fine & ro : w “95, 036 921 
INVESTMENTS AND OTHER ASSETS 
Investment in other es at cost (Note 3) 
Banff Oil Ltd.—shares _ oe 8,026,723 
dvds BE IOS ENS Ren Neots peers 
Rainbow Pipe Line Company Ltd. shares CRON ohueNs An hans 1,800,000 
Refundable CEDOSIS oy eae een ice igs he sea 158,188 
7 He as 9,984,911 
PROPERTY AND EQUIPMENT (Notes 2 WAS 67,883,258 
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1968 


CONSOLIDATED BALANCE SHEET AT DECEMBER Si, 


$ 102,905,090 


46,407,880 | 


$ 58,183,412 


| LIABILITIES 
‘CURRENT 1968 


Accounts payable and accrued liabilities 0.0000 $ 1,779,941 

Current- portion of long-term debt...) OSA 7,481,023 

| 9,260,964 

Py PONG ERM DEBT Noes) ee 41,991,276 
ADVANCES FROM PARENT COMPANY 

Société Nationale des Pétroles d’Aquitaine 2. 1,275,665 

52,527,905 


SHAREHOLDERS' EQUITY 


CAPITAL STOCK (Note 9) 
: Authorized—22,000,000 shares without nominal or par value 
(1967—3,000,000 shares) ; 


Issued —16,500,000 shares (1967——1,000,000 shares) 41,039,000 
RETAINED BARNINGS ae SSeS OS CONS AG) 9,338,185 
50,377,185 


Signed on behalf of the Board 


Director Director ——_—_—— 
si $ 102,905,090 


¥ 


1967 


$ 272,972 
2,074,228 


2,347,200 
30,415,291 


19,990,594 
92,753,085 


1,000,000 
4,430,327 


9,430,327 


$ 58,183,412 


AQUITAINE COMPANY OF CANADA LTD. 


CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1968 


INCOME 1963.” 1967 
Production and other operating revenue, after royalties 0.0.20... $ 10,584,862 $° 3 G2OREG 
Deduct 
Operating expenses) 3 eS eee 917,987 422,187 
General and administrative expenses _-..00..-00.-2-2.eceteeeeette ees 869,799 852,796 


Interest on long-term debt (net of interest income of 


$511,800 in 1968; $27,614 in 106t) 2 2,546,598 1,840,100 


4,334,384 3,115,083 


Net cash sfrom operations (22050 ey eae et 6,250,478 4,176,034 
Deduct non-cash expenses : 
Provision for depletion .......... SODA COVA IRU Lee aanU Oe OTe 940,391 ~ 504,812 
Provision for depreciation _... ARMM a ry NS ueat nal an ECO SUS 297,333 79,814 
1,237,724 630,626 
NET INCOME FOR THE YEAR (Note 2) 000.0... $ 5,012,754 $ 3,545,408 
RETAINED EARNINGS 
Retained earnings at beginning of year ee. $ © 4,430,327 $ 884,919 
Wet income for the year a) ta eee 5,012,754 3,545,408 
Expenses relating to issue of capital stock 22. ASD ONE (104,896) — 
Retained eamings at end ol wear. oa Pen ee a $ 9,338,185 $ 4,430,327 


CONSOLIDATED STATEMENT OF SOURCE AND DISPOSITION OF WORKING CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1968 


Source of working capital : 1968 1967 
Net cash mecome from -operations 09 ee oe eae $ 6,250,478 $ 4,176,034 
Advances from parent company) fc ge 6,485,069 2,407,859 
Long-term financing less portion included in current liabilities -....... 13,657,351 23,795,249 
sale of capital stocks (820 cc ae Dae eae Oa, 39,934,104 — 


66,327,002 30,379,142 


Disposition of working capital 
Additions to petroleum and natural gas properties and related 


pe E bel a) ss herst GAMING mua RU tant pci kierrcne USC aH Ne SAM vE AC ay CKE ROCs atte 19,268,463 18,634,682 
Additions to other property and equipment 3,444,639 589,927 
Reduction) in ‘long-term: debt 7025 ene eae ee 2,081,365 2,000,000 
Reduction in advances from parent company 0.220020. 25,200,000 5,900,960 
Increase in investments and other assets 200000... 00o00o cece eee 2,525,084 199,450 

52,919,551 26,925,019 
Inerease’in working capital 262 E nee ee ei aa 13,807,451 3,454,123 
Working capital (deficiency) at beginning of year 2. 1,968,506 (1,485,617) 


Working ‘capital ‘at’end oP yeari2) 5 van ae Oy Ie $ 15,775,957 | $ — 1,968,506 


AQUITAINE COMPANY OF CANADA LTD. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1968 


1, PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the accounts of Rainbow Oil Company Inc., a wholly-owned subsidiary. 


2. ACCOUNTING POLICY 
The company follows the full cost method of accounting for petroleum and natural gas properties. Under this concept, 
all costs, including a portion of the administrative expenses, relating to the exploration for and development of oil and 
gas reserves are capitalized. Depletion of such costs is provided for by the unit of production method based on the esti- 
mated recoverable reserves of oil and gas, Under the full cost accounting concept, proceeds on disposal of properties and 
production equipment are normally applied to reduce the cost of the remaining assets. 
Depreciation of production and plant equipment is provided for by the unit of production method based on the 
estimated recoverable reserves of oil and gas. 
3. INVESTMENT IN SHARES OF OTHER COMPANIES 
At December 31, 1968, the companies owned: 

(a) 2,331,922 common shares of Banff Oil Ltd. The quoted market value of these shares at that date was approximately 
$37,019,000. Due to the number of shares involved, this market value is not necessarily indicative of the amount 
that could be realized if this investment were to be sold. 

(b) 162,000 common shares and 16,380 preferred shares, representing 30% of the issued capital of Rainbow Pipe Line 
Company Ltd. The remainder of that company’s shares are held by Imperial Oil Limited, -Mobil Oil Canada, Ltd. 
and Banff Oil Ltd. There was no quoted market value for these shares at that date. 

4. PROPERTY AND EQUIPMENT 
Accumulated 
Investment Depletion & Net Investment 
at cost Depreciation 1968 1967 

Petroleum and natural gas properties .....2202..2.22.020 eee $53,709,870 $ 1,649,237 $52,060,633 $39,892,215 

Production and plant equipment ........22.220.000 2 11,831,439 322,536 11,508,903 2,972,415 

Other capital assets). ee LAU OMNES SRO RUE EAN Ey 806,175 87,709 718,466 755,308 

NWOEK in prOeress ona ee Oe UCN Sst Mla eee 3,595,256 a 3,595,296 2,787,942 


$69,942,740 $ 2,059,482 $67,883,298 $46,407,880 


5. LONG TERM DEBT 


6% bank loan, secured by proceeds from production of certain properties repayable during the three year 


peniod: ending Wecemiben sts LOC lia cute SS Ne oh ry es Ru Me UIA Sia RS aed FD BSRI Re BAD uate Reena $ 6,000,000 
6%: bankloan, repaid: January 1969: (US. So.000/000) SCE) asus see ee a Sa 5,416,183 
634% foreign bank loans repayable during the four year period 1970-1973 (French francs 169,996,500) (i) (ii) 37,095,058 
Various mortgages on real estate owned by the compary 22.2.0... ccec ccc eee eects 961,058 

49,472,299 

Piess sCurent  POLUOT Ke ere ce ROU ANN GSiG at es ND wea cater ONTT CRE a er IN SN NUE R MIA ASUS 7,481,023 

$41,991,276 


(i) Recorded at the rate of exchange in effect when the funds were received by the company. 
(ii) The rate of interest fluctuates in relation to the current rate of French Credit National. 


6. INCOME TAXES 


Under Canadian Income Tax law, the company is entitled for tax purposes to deduct intangible development costs, 
namely lease acquisition, exploration and drilling costs, which have been capitalized for accounting purposes. As a result, 
no income taxes are payable for the year ended December 31, 1968 and deductions of approximately $42,500,000 were 
available at December 31, 1968 in respect of such items to be carried forward against future taxable income. 


The Accounting and Auditing Research Committee of the Canadian Institute of Chartered Accountants recommends 
income tax allocation for all differences in timing of deductions for tax and accounting purposes which originate in fin- 
ancial years commencing on or after January 1, 1968. However, the Accounting Principles Board of the American Institute 
of Certified Public Accountants does not require tax allocation on timing differences arising from intangible development 
costs in the oil and gas industry. 
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Calgary, Alberta 


The company does not believe that tax allocation in respect of intangibles is appropriate and many other companies 
in the oil and gas industry in Canada are in agreement with this opinion. The company therefore does not intend to 
provide for deferred taxes on timing differences involving intangible development costs. If deferred tax accounting had been 
followed by the company, deferred income taxes for 1968 would have amounted to $1,663,300 and the net income would 
have been reduced to $3,349,454. 


The company has adopted the policy of providing for deferred income taxes on all timing differences other than those 
relating to intangibles, but to December 31, 1968, no such provision has been required. Allowances in respect of un- 
depreciated capital costs’ amounting to approximately $15,300,000 may be claimed for tax purposes in future years. 


COMMITMENTS AND CONTINGENCIES 


In March 1966, an action was commenced in the United States Court for the Southern District of New York against 
the company and others, alleging violation of certain United States securities laws in connection with certain sales by 
Banff Oil Ltd. of its stock, including a sale of 500,000 common shares to the company. In March 1967 the Court granted 
the defendant’s motion for summary dismissal of the plaintiffs claim. This decision was upheld upon appeal to the United 
States Court of Appeals for the Second Circuit, but was reversed in December 1968, insofar as it concerned the company, 
upon further review by the same Court of Appeals. Application has been made for appeal to the Supreme Court of the 
United States. The company’s New York counsel, basing their opinion on the limited inquiry conducted by them, there 
having been no pre-trial discovery proceeding as yet, have advised that they believe the action will not succeed against the 
company. 


Together with Mobil Oil Corporation and Imperial Oil Limited, the company has jointly and severally guaranteed 
indebtedness of Rainbow Pipe Line Company, Ltd. in the amount of $5,000,000. 


The company is presently constructing an office building in Calgary. Approximately $5,000,000 will be required dur- 
ing 1969 to complete this building. 


DIRECTORS’ REMUNERATION 


The aggregate remuneration paid to officers amounted to $99,455 in 1968, which includes $46,823 paid to those who 
are also directors of the company. 


CAPITAL STOCK 


The capital of the company was reconstituted to consist of 22,000,000 common shares without nominal or par value 
by supplementary letters patent dated September 9, 1968 subdividing its 1,000,000 issued common shares on the basis of 
14 for 1 and authorizing an additional 6,000,000 common shares. 


On October 30, 1968, -1,400,000 common shares were issued to Société Nationale des Pétroles d’Aquitaine at $18 per 
share, the satisfaction of the subscription price of $25,200,000 being the cancellation of indebtedness owing by the company 
to Société Nationale des Pétroles d’Aquitaine in such amount. On November 19, 1968 1,100,000 common shares were 
issued pursuant to an underwriting agreement dated October 30, 1968, between the company, Dominion Securities Corpor- 
ation Limited and Greenshields Incorporated for a consideration of $14,839,000. 


AUDITOR'S REPORT 


The Shareholders, 
Aquitaine Company of Canada Ltd. 


We have examined the consolidated balance sheet of Aquitaine Company of Canada Ltd. and its subsidiary as at 


December 31, 1968 and the consolidated statements of income and retained earnings, and source and disposition of working 
capital for the year then ended. Our examination included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the companies as at 


December 31, 1968 and the results of their operations and the source and disposition of their working capital for the year 
then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding 
year. 


TOUCHE, ROSS, BAILEY & SMART 


February 26th, 1969 Chartered Accountants. 


OIL PRODUCTION 
Net after Royalties 


FIVE YEAR SUMMARY (1964-1968) 1 IME i967 0 


4,414,375 


Millions of Barrels 


1,011,050 


CASH FLOW 
1964 1965 1966 1967 1968 


Millions of Dollars 


Y : 1968 1967 1966 1965 1964 
_ EARNINGS 
‘ NET INCOME 
Gross Income .......... ... $10,584,862 $7,291,117 $2,201,111 $ 74813 $ 24,524 PURO Gate nie SUM ce 
% Gash Blow 2 6,250,478 4,176,034 LP14;768. 2 (2 95,462) 28,387) 50 501,754 
Net Income (Loss) .......... 5,012,754 3,545,408 1,077,834 ( 119,833) ( 73,083) 
_ BALANCE SHEET ys 
Gorrent Assets < 00 38 25,036,921 4,315,706 637,008 1,107,658 321,379 y 3,545,408 
Current Liabilities _........ 9,260,964 2,347,200 2,122,625 22,221 94,740 2 
Working Capital ......... 15,775,957 ‘1,968,506 (1,485,617) —_1,085,437 226,639 Bee 
Investment in other Companies 2 
and other Assets _........... 9,984,911 7,459,826 7,260,378 5,910,180 4,138,243 & 20 
Property, Plant & = 
Equipment - Net... 67,883,258 46,407,880 27,813,896 7,492,643 -—*1,404,826 ie 
: Long Term Debt _........ 41,991,276 30,415,291 8,620,042 — —_ 1.0 st 
Advances from 
u Parent Company ............. 1,275,665 19,990,594 23,083,696 13,681,175 4,842,791 
: Gapital “StockSsance 2 41,039,000 1,000,000 1,000,000 1,000,000 1,000,000 "(3083)“(119833), 
__* Retained Earnings 
: CDeticit) ys 6 een 9,338,185 4,430,327 884,919 ( 192,915) ( 73,083) CAPITAL EXPENDITURES 
PRODUCTION OF CRUDE OIL re peat ca AS is MON AE es 
22,713,102 
Net (Bbls./Day) ~...........- 12,061 9,043 2,770 94 28 22 pened 
PROPERTIES 20 Daa 
Acreages - Gross ~.......... 83,354,657 11,695,255 6,119,148 3,242,793 469,779 18 : 
Net 30,034,837 5,111,409 3,034,372 ~—=*1,752,982 341.340 ee 
: RESERVES 3 14 
3 Crude Oil - Bbls. 20....:.. 263,430,000 224,836,000 234,848,000 31,600,000 358,277 > 12 
: Natural Gas ena 
2 Biguidss = Bblsz 2S 20,050,000 17,956,000 24,525,000 363,000 — = 
. Natural Gas - MMCF _.. 377,000 208,000 145,500 48,500 — 
q Sulphur;- Tons is 793,000 423,000 302,000 75,000 — 
_ CAPITAL EXPENDITURES 
4 Acquisitions, Exploration 
ES and Development ......... $22,713,102 $19,224,609 $20,458,186 $ 6,122,188 $ 1,449,522 
‘ 


» 
HERE 
Pee 


‘ 
No securities commission or similar authority in Canada has in any way passed upon the merits of the securities offered hereunder and 
any representation to the contrary is an offence. 


quitaine Company of Canada Ltd. / 


(Incorporated under the laws of Canada) 


1,100,000 Common Shar 


(without nominal or par value) 


NEW ISSUE 


There is at present no public market for the common shares of the Company and the price for this offering was 
determined by negotiation between the Company and the Underwriters. 


Applications have been made to list these common shares on The Toronto Stock Exchange and the Montreal 
Stock Exchange. Acceptance of the listings will be subject to the filing of required documents and evidence of 
satisfactory distribution both within a period of ninety days. 


Price: $14.25 per share 


Price to Public Underwriting Discount Proceeds to Company (1) 


$14.25 $ .76 $13.49 
$15,675,000 $836,000 $14,839,000 


(1) Before deducting expenses of issue, estimated at $75,000. 


We, as principals, offer these common shares, subject to prior sale, if, as and when issued by Aquitaine Company 

of Canada Ltd. and accepted by us, subject to approval of all legal matters by Messrs. Phillips, Vineberg, 

Goodman, Phillips & Rothman on behalf of the Company and by Messrs. Campbell, Godfrey & Lewtas on our 

behalf. Subscriptions will be received subject to rejection or allotment in whole or in part and the right is 

reserved to close the subscription books without notice. It is expected that definitive share certificates will be 
available for delivery on or about November 19, 1968. 


Dominion Securities Grporation Limitep 


Established 1901 


TORONTO ~ MONTREAL OTTAWA VANCOUVER NEW YORK LONDON PARIS BOSTON 
HALIFAX SAINT JOHN QUEBEC WINNIPEG CALGARY EDMONTON VICTORIA LONDON 
KITCHENER HAMILTON BRANTFORD ST. CATHARINES FORT WILLIAM PETERBOROUGH 


October 30, 1968 Printed in Canada 
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The Company 


Aquitaine Company of Canada Ltd.—Société Aquitaine du Canada Ltée. (herein sometimes called the 
“Company’’) was incorporated on December 30, 1963 by Letters Patent issued under the laws of Canada. By 
Supplementary Letters Patent dated September 9, 1968 the capital of the Company was reconstituted to consist 
of 22,000,000 common shares without nominal or par value of which 15,400,000 shares are outstanding as fully 
paid and non-assessable shares. 


The Company’s head and principal office is located at 1300 Calgary House, 550 Sixth Avenue S.W., 
Calgary, Alberta, Canada. 


History 


The Company, a wholly-owned subsidiary of Société Nationale des Pétroles d’Aquitaine (herein sometimes 
called “SNPA”’), first achieved a participation in the western Canadian oil and gas industry through the pur- 
chase in early 1964 of a substantial share interest in Banff Oil Ltd. (herein sometimes called ““Banff’’). In 
partnership with Banff, which acted as operator, the Company immediately commenced an active exploration 
program. In March 1965 the Aquitaine-Banff team made the first major discovery of oil at Rainbow Lake. 
Since this discovery the Company has continued active exploration and development in the Rainbow area 
where it now has a participation in 24 oil reservoirs and 29 natural gas reservoirs. Production in the Rainbow 
area commenced in March 1966 upon the completion of the first segment, from Rainbow to Nipisi, Alberta, 
of the pipeline referred to under the heading ““Transportation’’. 


At the present time the Company is actively engaged in exploration for petroleum, natural gas and various 
minerals in British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, Nova Scotia and the Northwest 
Territories. In 1968 it participated in an oil discovery at Zama and a sour gas discovery at Strachan, Alberta, 
both of which are outside the Rainbow area. In addition, offshore exploration is being carried on in Hudson’s 
Bay. Producing operations are being continued in the Rainbow area and elsewhere in Alberta and Saskatchewan. 


Parent Company—Société Nationale des Pétroles d’ Aquitaine 


All of the 15,400,000 outstanding common shares of the Company are owned of record and beneficially by 
SNPA with the exception of 4 common shares which are owned beneficially by SNPA but which are regis- 
tered in the names of the Company’s directors. SNPA is a French company, having its head office at Tour 
Aquitaine, 92 Courbevoie, France, of which 51 % of the capital is held by a state agency, Entreprise de Recher- 
ches et d’Activités Pétroliéres. The remainder of the capital of SNPA is held by more than 200,000 shareholders 
the majority of whom reside in France and its shares are traded on the Paris and Brussels stock exchanges. 


SNPA is engaged in the business of exploration for and production of oil and gas, directly and through 
wholly and partially owned subsidiaries. Operations are carried on in many areas of the world aside from 
France and Canada, including the United States of America, the North Sea, Holland, Spain, Switzerland, 
Algeria, Tunisia, Libya, the Persian Gulf, Iran, Mozambique, Australia, New Zealand, New Guinea and 
Sabah. SNPA is also engaged in exploring for and producing sulphur, of which it is the world’s third largest 
producer. In addition it manufactures and markets petro-chemicals, chiefly plastics. During the year ended 
December 31, 1967 the consolidated net sales, cash flow and net profit of SNPA and its subsidiaries exceeded 
$275,000,000, $145,000,000 and $50,000,000 respectively. 


Banff Oil Ltd. 


The Company owns 2,098,589 common shares of Banff, and the Company’s wholly-owned subsidiary 
Rainbow Oil Company, Inc. owns an additional 233,333 shares, constituting in the aggregate approximately 
44% of the outstanding shares of Banff. All 2,331,922 of the shares of Banff owned by the Company and 
Rainbow Oil Company, Inc. are exempt from United States Interest Equalization Tax except for 500,000 thereof 
owned by the Company. ~ 


Banff is engaged in the exploration for and production of petroleum, natural gas and associated sub- 
stances in Alberta and Saskatchewan and in exploration in British Columbia, Manitoba and the Northwest 
Territories. ) 

On May 4, 1964, the Company and Banff entered into an agreement, effective for the period from Febru- 
ary |, 1964 to December 31, 1964, pursuant to which Banff agreed to act as an operator to explore for and develop 
oil and gas reserves for their joint account and to submit to the Company all new oil and gas prospects, granting 


4 


/ 


to the Company the right to participate to the extent of 50% of the combined Banff-Aquitaine interest in pro- 
jects in Manitoba, Saskatchewan and southeastern Alberta and to the extent of 90% of the combined Banff- 
Aquitaine interest in projects in British Columbia, the Yukon, the Northwest Territories and the remainder 
of Alberta. Substantially similar agreements have been entered into from time to time since 1964, the most 
recent of which is dated January |, 1968 and is effective until December 31, 1968. Under this series of agree- 
ments, the Company has agreed to pay a share of Banff’s administrative costs (excluding corporate expenses) 
approximately equal to the proportion which the Company’s exploration and development costs on jointly 
owned prospects bear to the combined total of exploration and development costs expended thereon by the 
two companies. 


These arrangements between the two companies permit Banff to operate as an independent oil company 
while at the same time performing many of the functions which would otherwise have to be carried on by the 
Company’s exploration and production departments. 


The common shares of Banff are listed on The Toronto Stock Exchange in Canada and on the American 
Stock Exchange in the United States. The following table sets out the high and low sales prices for the common 
shares on The Toronto Stock Exchange in Canadian dollars and on the American Stock Exchange in United 
States dollars for 1967 and for 1968 to September 13: 


The Toronto Stock Exchange (1) American Stock Exchange (2) 
Exempt (3) Non-Exempt (3) Exempt (3) 
High Low 


$13 $9 
1014 10 


(1) In Canadian dollars. (2) In United States dollars. (3) From United States Interest Equalization Tax. (4) To September 13. 


Business and Properties of the Company 


Reference is made to the accompanying map which shows the areas in which the Company has holdings of 
oil and gas rights. 


Definitions 

In the following description of the Company’s petroleum and natural gas properties: 

(a) one gross acre represents an acre in which the Company has any interest; 

(b) one gross well represents a well in which the Company has any interest, excluding wells in which 
the Company has an interest only by virtue of a unit agreement; 

(c) one net acre or one net working interest acre represents the full working interest ownership in one 
acre, or the ownership of fractional working interests in more than one acre aggregating the equivalent 

_of the full working interest ownership in one acre; and 

(d) one net well or one net working interest well represents the full working interest ownership in one 
well, or the ownership of fractional working interests in several wells aggregating the equivalent of 
the full working interest ownership in one well. 


The properties of the Company are dealt with in the following two categories, which are sometimes collec- 
tively called “working interests”: 


(1) “leases” under which the lessee has the right to explore for and recover petroleum and natural gas 
from the property, with the lessee paying all development and operating costs and being entitled to 
the production subject to a reserved royalty; and 

(2) “reservations, drilling reservations, licences and permits’’ which are rights to explore lands and obtain 
leases covering petroleum and natural gas with respect to all or part thereof. 


Non-producing Petroleum and Natural Gas Acreage 


A policy of exploratory acreage acquisition by the Company has provided an inventory of land not only in 
the Rainbow area but also on other prospects in the four western provinces, Ontario, Nova Scotia, the Arctic 
and elsewhere in the Northwest Territories and offshore Hudson’s Bay. Much of this acreage is in the form of 
reservations and permits, concentrated in large blocks which lend themselves to the use of modern geophysical 
and geological techniques. 


As at July 31, 1968 the Company had varying interests in 14,449,614 acres of non-producing petroleum and 
natural gas properties in Canada equivalent to 5,934,990 net working interest acres, particulars of which are 
set out below. An evaluation of such properties, contained in a report dated August 31, 1968 prepared by J. C. 
Sproule and Associates Ltd., Oil and Gas Engineering and Geological Consultants, 1009 Fourth Avenue S.W., 
Calgary, Alberta, indicates that the Company’s interest therein is estimated to be as follows: 


Company’s Interest 
Gross Acres Net Acres Valuation 
Petroleum and Natural Gas Leases 

Alberta ioe och ei ee ee ie Re ee | 232,293 100,580 $13,312,358 
Saskatchewan cat: ' 1. carers, eaten cee een eed 316,008 61,465 286,261 
BritishiGolumbia. yee eee ee eee 11,091 9,853 360,930 

Reservations, Drilling Reservations, Licences and Permits 
A Be tit ze ends od ANE eli ait ascent ee an Se 696,376 448,146 16,213,190 
Saskatelhie wait: :tcs....cee Meee ee a ee ete. 1,998,477 648,009 602,952 
British: Coltimbia east eee oro eee ee es 706,550 523,777 5,338,708 
PINorthwestalerritoriesan: tertstie amici ae ae era 3,220,420 2,312,944 2,286,131 
NoewasSGotia ircnnys st odores ae ole a et eR 714,960 172,980 280,227 
Manitobab eres 2 on, 2 eee. sey Spee ere 1,562,922- 397,171 / 393,951 
Ontanioae.. see ee en eee Fes oss 986,560 246,640 246,640 
Hudson's Bay (offshore)............. [eehet saractsees ts ae 3,954,215 988,554 494,278 
; 14,399,872 5,910,119 39,815,626 
Athabasca shar Sandsulseasee 511ml er nn eae eee cee 49,742 24,871 994,840 
PT Otel tee oe ee ene ne ena ra ee os 14,449,614 5,934,990 $40,810,466 


The report of J. C. Sproule and Associates Ltd. states that it should be understood that the evaluation 
figures do not represent the cash value of the properties concerned but rather a value to the Company. To 
obtain a fair market value it would, in their opinion, be necessary to discount the value by approximately 30% 
to 40%. The difference represents the possible risk involved and the common difference in viewpoint between 
buyer and seller. 


Not included in the above tabulation is an option on 49,914,365 gross acres of Federal Water Permits in 
Hudson Bay. The Company will earn a 121446% undivided interest, or approximately 6,239,300 net acres, by 
doing a specified amount of seismic work on the Permits. A further option then entitles the Company to 
acquire an additional 12144 interest by a cash payment, which may be satisfied in part by credits for addi- 
tional work. The total cost to the Company for an undivided 254 interest, or a net 12,478,600 acres, will not 
exceed $1,100,000. The required seismic work for the initial option is near.completion and the Company will 
exercise the second part of the option if required. Under these circumstances the value to the Company of the 
option on this acreage has been valued by J. C. Sproule and Associates Ltd. in the report referred to above at 
approximately 35 cents per acre, or a total of $4,367,510. 


A copy of the report of J. C. Sproule and Associates Ltd. may be examined at the head office of the Com- 
pany during ordinary business hours during the period of primary distribution of the common shares offered 
by this prospectus and for a period of 30 days thereafter. 


Exploration Activities 


In addition to continuing the exploration and development of its properties in the Rainbow area, the 
Company is at present engaged in exploration in various other areas of Canada where it has acquired sizable 
acreage positions. Five discoveries have been made since the beginning of 1968; an oil discovery at Zama (in 
which the Company has a 37.5@ interest); three oil discoveries in the Rainbow area (one in which the Company 
has a 45% interest and two in which the Company has a 90% interest); and a sour gas discovery at Strachan (in 
which the Company has a 90% interest) where another well has been staked one mile east of the discovery well. 


During the four years and seven months ended July 31, 1968 the Company drilled, or participated in the 
drilling of, 143 wells of which 65 were completed as oil wells, 14 were completed as gas wells and 64 were dry 
and abandoned. The oil completions represented 27.1 net working interest wells and the gas completions repre- 
sented 6.5 net working interest wells. Particulars of these wells are as follows: 


6 


—S weeny 
Seven months Year ended December 31 
Total ended 
July 31, 1968 1967 1966 =| «1965 1964 
Gross Wells 
Oil Wells 
Albertans «.c Sais, -i8 saves egte 54 4 1] 30 7 2 
Saskatchewaniettr asses eee 11 — | 2 4 4 
Motels Wits SAnaecereras. eae 65 4 12 5) a 6 
Gas Wells 
Allbentart: arnt Aas otc stim eee ene 14 2 7 3 | | 
Dry and Abandoned 
ANU SESE Actes capt oR ad ptr eat 37 7 4 7 9 10 
British) Columbian oe aa. hae ce 3 | 2 l — — — 
Saskatehe wanton enya Rabie Me we 21 2 3 | 12 3 
Mamita barcetss clin treet. aetna 2 | = | | = = | 
INGVanSCOb ac. a bal a. heya ces tins I | = = = — 
TSE aa et eee ee ee 64 12 9 8 2 14 
MrotaliGross. Wells oes sp cath, bores 143 18 28 43 33 21 
Net Wells 
OUaWiellswier By. sores cee is Dial 2.6 5.5 13.9 3.6 kd 
GaSe Wiel Streeters. cn. Gehan ME see dee 6.5 1.4 BD 13 0.4 0.2 
Dey and Abandened:.3)...-.... 24.3 6.5 4.4 bah DED 4.2 


In the immediate future the Company intends to continue exploration in the Rainbow area, the North- 
west Territories, northeast British Columbia, northern and central Alberta and Saskatchewan. In addition, 
the Company is operator for two exploratory groups in the Hudson’s Bay area and is presently conducting 
an extensive seismic survey offshore in Hudson’s Bay itself. Lands held by the two groups total over 56 million 
gross acres. The Company has also recently engaged in reconnaissance surveys for minerals in western Canada 
and the Hudson’s Bay area. 


Reserves 


A report dated August 21, 1968 prepared by McDaniel Consultants (1965) Ltd., 800 Western Union Build- 
ing, 640 Eighth Avenue S.W., Calgary, Alberta, with respect to the Company’s estimated net proven developed 
and probable additional reserves of crude oil, natural gas, natural gas liquids and sulphur located in the Rain- 
bow area and elsewhere in the Province of Alberta and in the Province of Saskatchewan at July 31, 1968 shows 
net reserves (after royalty deductions and adjustments for interests of others) and the estimated present worth 
value thereof to be as follows: 


Proven | Probable | Estimated 


Developed Additional Total | Present Worth 


Reserves | Value at 6% 
Discount Rate 


Reserves Reserves 


Crude oil (barrels) 167,033,900 96,548,200 263,582,100 $204,882,000 
INaturalegass(mimcts)s 15. pees oskeror cbt eicispaic 210,000 50,870 260,870 
Natural gas liquids (barrels) 14,488,500 5,567,700 20,056,200 13,834,100 
Sulphur (long tons) 395,700 112,300 508,000 


$218,716,100 


The Company’s net-share of proven remaining reserves was forecast to generate a future net revenue of 
$437,429,900. This net revenue was estimated to have a present worth value of $191,816,200 employing a 6% 
semi-annual discount rate. The equivalent present worth value of the probable additional reserves was esti- 
mated to be $26,899,900 at a 6% semi-annual discount rate making a total of $218,716,100 as set out in the 
foregoing table. Essentially all of the Company’s proven reserves are developed. 


Although the above-mentioned future net revenue, undiscounted and discounted, reflects a 
reasonable value to the Company as a going concern for its proven and probable additional reserves, 
it is considered that the fair market value of such reserves if the properties were sold would likely be 
a lower amount. 


For the purposes of pe foregoing: 

(a) “‘proven reserves’ are considered to be those reserves which, to a high degree of certainty, are re- 
coverable at commercial rates under present depletion methods and current operating conditions, 
prices and costs; 

(b) ‘‘proven developed reserves” are considered to be those proven reserves which will be produced from 
existing wells or facilities; and 

(c) “‘probable additional reserves’’ are considered to be those reserves commercially recoverable as a 
result of the beneficial effects which may be derived from the future institution of some form of en- 
hanced recovery scheme or as a result of a more favourable performance of the existing recovery 
mechanism than that which could be deemed to be proven at this time. 


The report of McDaniel Consultants (1965) Ltd. states that the estimated present worth values for the 
proven producing reserves were obtained by employing future production and revenue analyses. The future 
crude oil production was predicated ona forecast of allowable rates and/or anticipated performance character- 
istics of the individual wells and reservoirs. The future natural gas production was primarily based on the avail- 
able processing capacity of the Rainbow area gas processing plant, the crude oil allowables and the estimated 
deliverability of the non-associated gas reservoirs. In those areas outside the Rainbow area where a definitive 
contract has not been signed or where shut-in natural gas reserves exist and no immediate market has been. 
designated, an initial commencement date of production was assumed on the basis of the relevant factors 
relating to the future marketing of such natural gas reserves. The most recently posted crude oil prices were 
employed to derive the Company’s share of gross future revenues. In the case of natural gas production the 
presently indicated contract natural gas prices or the most recently employed prices were used. In all cases 
allowances were made for the estimated capital expenditures and operating costs in arriving at the Company’s 
share of future net revenues. The estimated present worth values were then obtained by employing a six per- 
cent semi-annual discount rate. The estimated present worth values for the probable additional reserves were 
predicated on the per unit values assigned to the proven reserves in the various areas in question with an allow- 
ance for the degree of risk and anticipated profitability of producing these additional reserves. 


A copy of the report of McDaniel Consultants (1965) Ltd. may be examined at the head office of the 
Company during ordinary business hours during the period of primary distribution of the common shares 
offered by this prospectus and for a period of 30 days thereafter. 


Production 
(1) Outil and Gas Wells 

On July 31, 1968 the Company had varying interests in 73 producing oil and gas wells and non-unitized 
oil and gas wells capable of production equivalent to 32.21 net working interest wells as follows: 


WELLS 


Oil Gas 


Company’s Net Company’s Net 
Interest Interest 


Alberta 


(2) Crude Oil . 
The Company’s net production of crude oil measured in barrels for the four years and seven months ended 
July 31, 1968 was as follows: 


Year Ended December 31 Total Barrels for Period Average Barrels per Day 
VO G4 wee ria cael ie ert 2 10,356 28 
NOOB EAs Auer ant eee en a epee do 34,231 94 
1966: eee en epee nn te eee ee: 1,011,050 2,770 
NOG Cera erect ere es, SINT sweeten. Sis os 3,300,546 9,043 
Seven Months Ended July 31 
USGZsarppPee Rens PONS NTS emo ee Port. 2 1,851,575 8,692 
XS eg ets Be ee BOER ee ee 2,098,118 9,850 


In the Rainbow area, miscible flooding has been instituted in the Rainbow Keg River A Pool. Subject to 
the approval of the Alberta Oil and Gas Conservation Board, the Company proposes to exploit sequentially 
six additional reservoirs in the Rainbow area by miscible flooding. It is expected that miscible flooding will 
result in the recovery of over 90% of the original oil in place in these pinnacle reef type reservoirs. 


(3) Alberta Proration 

The production of most crude oil in Alberta is prorated to market demand in accordance with a formula 
established by the Alberta Oil and Gas Conservation Board. Prior to 1965, allowable production from pools 
was largely related to the number of wells in a pool and well depth. In 1965, a new system was introduced to 
prorate production among pools in proportion to the recoverable reserves. As a result, new large reserve pools, 
such as the Rainbow Keg River reservoirs, obtain a relatively high proportion of allowable production. The 
new proration system will be in full effect by May 1969 and, when fully implemented, will result in a net increase 
in the Company’s share of allowable production. 


(4) Markets 

The Alberta proration system, which allocates crude oil demand amongst producers, assures to the Com- 
pany a share of the market for Alberta crude oil. All of the Company’s production of crude oil is marketed at 
the well head at field prices. The average price received by the Company for its crude oil production sold during 
1966 was $2.16 per barrel, during 1967 was $2.22 per barrel and during the first seven months of 1968 was 
$2.32 per barrel. 


(6) Natural Gas Processing 

The construction at an approximate cost of $14,000,000 of a gas processing plant at Rainbow in which 
the Company has a 45% interest and Banff a 5@ interest has just been completed, and the production of natural 
gas liquids and sulphur has commenced. The natural gas liquids, together with the residue gas, will be used 
in enhanced oil recovery schemes (miscible flooding) and the sulphur will be marketed. As at July 31, 1968 the 
Company had expended $5,005,732 in this connection as set out in note 6 to the financial statements. 

Certain gas reserves of the Company in the Rainbow area are presently shut-in but will be put into 
production in the future when required for secondary recovery schemes. In addition no immediate market has 
been designated for production from the recent sour gas discovery at Strachan referred to under the heading 
“Exploration Activities’ which is approximately 5 miles from the nearest gas pipeline. 


Expenditures on Petroleum and Natural Gas Properties 
During the four years and seven months ended July 31, 1968 the Company has made the following expendi- 
tures on its petroleum and natural gas properties: 


Seven months ended July 31 Year ended December 31 
1968 1967 1967 1966 1965 1964 
Land acquisition and 
nl See $ 3,226,041 | $ 3,374,290 | $ 6,121,045 | $10,214,488 | $ 1,559,733 | $ 845,765 
EXDIGVStION 02.3. 0.5)8 ang 5,060,511 3,751,404 6,839,925 4,169,462 1,724,644 351,968 
Development drilling. 205,289 779,809 1,465,140 4,199,203 PE Vey esse 0) 118,384 


Plant, production 
equipment and other 
development ex- 


RCWEEN rosette foes. ss 4,886,505 1,065,222 4,208,572 1,762,992 649,349 46,785 


Total expenditures...) $13,378,346 | $ 8,970,725 | $18,634,682 | $20,346,145 | $ 5,985,381 | $ 1,362,902 


Transportation 


The Company and Banff participated with Mobil Oil Canada, Ltd. and Imperial Oil Limited in the con- 
struction of a 479-mile pipeline system for the transportation of crude oil from the Rainbow and Zama areas 
of northwestern Alberta to Edmonton. The pipeline is owned by Rainbow Pipe Line Company, Ltd. in which 
the Company has a 30% interest. 


Head Office Building 


The Company is presently engaged in the construction, at a cost of approximately $8,000,000, of a 20-storey 
office building in Calgary, Alberta. It is expected that the first 12 floors of the building will be completed by 
July |, 1969 and the balance by the following September. The construction of the building is presently being 
financed from current foreign bank borrowings. Permanent financing on the security of the building will be 
arranged if and when management considers it advisable. 


The building will serve as the head offices of the Company and Banff and the remaining approximately 
two-thirds will be leased to other tenants. 


Management 
Directors and Officers 3 


The names and home addresses of the directors and officers of the Company, the positions and offices held 
by each and their principal occupations during the last five years are as follows: 


Name and Address Office Principal Occupation 

Gilbert’ otmans. 50 ea oe President and Director........ Director of Foreign Operations Division, 
Le Petit Parc, 9, Société Nationale des Pétroles 
Avenue des Etats-Unis, d’Aquitaine. 
Pau, France 

William Drury Clark............ Secretary and Director........ Secretary of Aquitaine Company of Canada 
1033 Bel Aire Drive, Ltd. since January 1966. Prior to that 
Calgary, Alberta time he held executive positions with 


Dome Petroleum Limited and Cities Ser- 
vice Athabasca Incorporated. 


André Julien Dumestre.......... Vice-President, Exploration.... Vice-President, Exploration of Aquitaine 
1039 Royal Avenue, Company of Canada Ltd. since July 1968. 
Calgary, Alberta Prior to that time he held a senior position 


in the exploration department of Société 
Nationale des Pétroles d’Aquitaine. 


Neil Franklin Phillips. 8. a. DineCiOtics clea. see tae Partner, Phillips, Vineberg, Goodman, 
634 Clarke Avenue, Phillips 6 Rothman, Counsel for 
Westmount, Quebec ~ Aquitaine Company of Canada Ltd. 
eouis Oustin Fradal. ce ee ee Executive Vice-President...... Executive Vice-President of Aquitaine Com- 
4220 Britannia Drive, and Director pany of Canada Ltd. since June 1966. 
Calgary, Alberta From January 1964 to June 1966 he was 


Vice-President of Aquitaine Company of 
Canada Ltd. Prior to that time he was 
Chief of Economic Studies, Exploration 
and Production, Société Nationale des 
Pétroles d’Aquitaine. 


Michel Antoine Rapaccioli....... ibreasuréers. ..... . sBeupeee ae Treasurer of Aquitaine Company of Canada 
719 Madison Avenue, ) Ltd. since December 1966. Prior to that 
Calgary, Alberta time he was Assistant- Treasurer of Société 


Nationale des Pétroles d’Aquitaine. 


Shareholdings 
At August 31, 1968 the directors and senior officers of the Company, as a group, owned directly or indirectly 
less than 0.1 % of the common shares of Société Nationale des Pétroles d’Aquitaine. 


Remuneration 

The aggregate direct remuneration paid by the Company to its senior officers, as a group, was $123,830 
for the Company’s last completed financial year ended December 31, 1967 and was $82,040 for the period 
from January |, 1968 to August 31, 1968. 


The estimated amount of the aggregate annual benefits proposed to be paid upon retirement by the Com- 
pany under its pension plan to the only one of its senior officers eligible thereunder, assuming continuation of 
employment at his present rate of salary until his normal retirement date, is $6,420. 


The Company’s directors, as such, receive no remuneration from the Company and are not entitled to any 
pension benefits. 


Use of Proceeds 


The net proceeds to be received by the Company from the sale of the common shares offered by this pro- 
spectus amounting to $14,839,000, less expenses of issue estimated at $75,000, will be used to carry on the 
Company’s program of acquisition, exploration and development of oil, gas and other properties. It is not the 
Company’s intention to segregate the proceeds from funds now on hand or from future income and accordingly 
there is no specific allocation of the proceeds to any particular project. As and when, in the opinion of the 
management of the Company, expenditures are required to explore or further develop the Company’s properties 
or to acquire additional properties the co-mingled funds of the Company from all sources including the proceeds 
will be used for such purposes. It is presently anticipated that between July 31, 1968 and December 31, 1969 
the Company will have devoted approximately $23,000,000 to additions to petroleum, natural gas and mineral! 
properties and related equipment and $7,000,000 to additions to other property and equipment. Until so used 
the Company’s funds will be invested on a short term basis in the best interests of the Company as determined 
by its management. If in the opinion of the Company’s management it is in its best interests to repay all or a 
portion of the Company’s foreign bank loans which have been incurred to finance its past program a portion of 
the proceeds may at some future date be devoted to this purpose. 


Capitalization Outstanding on 
August 31, 1968 
Authorized or to be Outstanding Outstanding after giving effect 
authorized on July 31, 1968 on August 31, 1968 to this financing 
Long Term Debt: 
6% secured bank loan, re- 
payable during the three 
year period ending 
Decembons Alo hCl ae es $ 6,825,000 $ 6,675,000 $ 6,675,000 
Foreign bank loans(2).... = 37,062,718 37,095,059 37,095,059 


Various mortgages on real 


estate owned by the 
Company G)t 23) F) 4e~ = 178,456 178,295 178,295 


Capital Stock (4)(5): 
Common shares without 
nominal or par value.... 22,000,000 shs. 1,000,000 shs. 1,000,000 shs. 16,500,000 shs. 
($1,000,000) ($1,000,000) ($41,039,000) 
Notes: 
(1) Secured under section 82 of the Bank Act. 
(2) French currency loans repayable over the four year period 1970-1973 together with interest at a rate which fluctuates in relation 
to the current rate of the French Crédit National. 
(3) Arrangements have been made by the Company to borrow an additional $795,096 from Central Mortgage and Housing 
Corporation upon the security of mortgages on real estate owned by it. 
(4) In addition to the stated dollar value for its common shares as shown above the Company had retained earnings of $6,665,730 
at July 31, 1968. 


(5) By Supplementary Letters Patent dated September 9, 1968 the Company’s 1,000,000 issued common shares were subdivided 
on the basis of 14 for | and on October 30, 1968 an additional 1,400,000 common shares were issued to SNPA for $18 per share. 


Plan of Distribution 


The common shares offered by this prospectus are being purchased by Dominion Securities Corporation 
Limited, P.O. Box 41, Toronto-Dominion Centre, Toronto, Ontario, and Greenshields Incorporated, 4 Place 
Ville Marie, Montreal, Quebec, (herein sometimes called “the Underwriters’) as underwriters under an agree- 
ment dated October 30, 1968 between the Company and the Underwriters at the price of $13.49 per share 
payable in cash against delivery, subject to compliance with the necessary legal formalities and upon and subject 
to the terms and conditions set out in the agreement. The obligations of the Underwriters under the agreement 
are joint and several. In certain circumstances, as fully described in the agreement, the Underwriters have the 
right to withdraw from their obligation to purchase the common shares offered by this prospectus but in no event 
may they purchase part only thereof. 


Details of the Offering 
Description of Common Shares 


The capital of the Company consists solely of common shares without nominal or par value of the class 
being offered by this prospectus. The common shares are entitled to dividends as and when declared by the 
board of directors; are entitled to one vote per share; are entitled, upon liquidation, to receive pro rata such 
assets of the Company as are distributable to shareholders; and have no pre-emptive or conversion rights. Ail 
common shares to be outstanding upon the completion of the present financing will be fully paid and non- 
assessable. 


Dividend Policy 


It has been the policy of the Company to retain earnings for use in its business instead of paying cash 
dividends on its common shares. The payment of dividends on the common shares to be outstanding upon 
the completion of this financing will be determined by the board of directors on the basis of the earnings, 
financial condition and financial requirements of the Company. 


Material Contracts 


During the last two years the Company has entered into the following contracts in addition to those in the 
ordinary course of business: 


(1) The agreement between the Company and Banff dated January I, 1968 (as amended by an agreement 
between the same parties dated April 1, 1968) referred to under the heading “Banff Oil Ltd.” and a 
similar agreement between the same parties dated January 2, 1967. 


(2) An agreement between the Company and Poole Construction Limited dated April 22, 1968 and an 
agreement between the Company and Janin Western Contractors Limited constituted by a tender 
dated May 8, 1968 and the acceptance thereof dated May 10, 1968, and amendments thereto, providing 
for the construction of the Company’s head office building referred to under the heading ““‘Head Office 
Building’’. 


(3) The underwriting agreement between the Company and the Underwriters dated October 30, 1968 
referred to under the heading “‘Plan of Distribution”’. 


(4) An agreement between the Company and Mobil Oil Corporation, Imperial Oil Limited and The 
Bankers’ Trust Company dated as of November |, 1966 wherein the Company jointly and severally 
with Mobil Oil Corporation and Imperial Oil Limited unconditionally guarantees the payment by 
Rainbow Pipe Line Company, Ltd. of the principal of, and interest and premium (if any) on, the prin- 
cipal amount of $5,000,000 714% Notes of Rainbow Pipe Line Company, Ltd. maturing November I, 
1969. The agreement is to continue until all of such 714% Notes have been paid in full in accordance 
with their terms. 


(5) Agreements between the Company and Mobil Oil Corporation, Imperial Oil Limited and The Royal 
Trust Company dated respectively as of December 15, 1966, November I, 1967 and December I, 1967 
wherein the Company jointly and severally with Mobil Oil Corporation and Imperial Oil Limited un- 
conditionally guarantees the payment by Rainbow Pipe Line Company, Ltd. of the principal of, and 
interest and premium (if any) on, the principal amount of $10,000,000 714% First Mortgage Sinking 
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Fund Bonds Series A maturing December 15, 1986, $10,000,000 734 % First Mortgage Sinking Fund 
Bonds Series B maturing December |, 1987 and $10,000,000 (U.S.) 714% First Mortgage Sinking 
Fund Bonds Series C maturing December |, 1987 of Rainbow Pipe Line Company, Ltd. Each of the 
agreements is to continue until certain conditions have been met by Rainbow Pipe Line Company, Ltd. 
for the release of the guarantee. 


Copies of the foregoing contracts may be inspected at the head office of the Company during ordinary 
business hours during the period of primary distribution of the common shares offered by this prospectus 
and for a period of 30 days thereafter. 


Legal Proceedings 


In March 1966 an action was commenced in the United States Court for the Southern District of New York 
by David H. Schoenbaum, allegedly on behalf of Banff, against the Company, Banff’s directors and one other 
company alleging violation of certain United States securities laws in connection with sales by Banff of its 
stock including a sale to the Company of 500,000 common shares of Banff. In March 1967 the Court granted 
the defendants’ motion for summary dismissal of the plaintiff’s claim. Upon appeal to the United States 
Court of Appeals for the Second Circuit, the dismissal was upheld. Upon the application of the plaintiff, the 
appeal is currently being reviewed by the same Appeal Court. While trial counsel’s investigation of the matter 
is not complete they believe that the action will not succeed as against the Company. 


Prior Sales 


On January 9, 1964 1,000,000 common shares of the Company were issued by it to SNPA for a cash 
consideration of $1,000,000. On September 9, 1968 these 1,000,000 issued common shares were subdivided on 
the basis of 14 for | and on October 30, 1968 an additional 1,400,000 common shares were issued by the Company 
to SNPA at $18 per share and the subscription price of $25,200,000 was satisfied by the cancellation of indebted- 
ness owing by the Company to SNPA in such amount. No commission was paid in connection with either sale 
of shares. 


Auditors, Transfer Agent and Registrar 


The Company’s auditors are Touche, Ross, Bailey & Smart, Chartered Accountants, 600 Sixth Avenue 
S.W., Calgary, Alberta. Montreal Trust Company at its principal office in Calgary is the registrar and at its 
principal offices in Calgary, Toronto, Montreal and Vancouver is the transfer agent for the common shares of 
the Company. 


Purchasers’ Statutory Rights of Withdrawal and Rescission 


Sections 63 and 64 of The Securities Act, 1966 (Ontario), sections 70 and 71 of The Securities Act, 1967 
(Saskatchewan) and sections 63 and 64 of The Securities Act, 1967 (Alberta) provide, in effect, that where a 
security is offered to the public in the course of primary distribution: 


(a) a purchaser will not be bound by a contract for the purchase of such security if written or telegraphic 
notice of his intention not to be bound is received by the vendor not later than midnight on the second 
business day after the prospectus or amended prospectus offering such security is received or is deemed 
to be received by him or his agent; and 


(b) a purchaser has the right to rescind a contract for the purchase of such security, while still the owner 
thereof, if the prospectus or any amended prospectus offering such security contains an untrue state- 
ment of a material fact or omits to state a material fact necessary in order to make any statement 
therein not misleading in the light of the circumstances in which it was made, but no action to enforce 
this right can be commenced by a purchaser after the expiration of 90 days from the later of the date of 
such contract or the date on which such prospectus or amended prospectus is received or is deemed to 
be received by him or his agent. 


Sections 61 and 62 of the Securities Act, 1967 (British Columbia) provide, in effect, that a purchaser has a 
right of rescission similar to that described in (b) above, and also that a purchaser has the right to rescind a 
contract for the purchase of a security, while still the owner thereof, if a copy of the last prospectus, together 
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with financial statements and reports and summaries of reports relating to the securities as filed with the British 
Columbia Securities Commission, was not delivered to him or his agent prior to delivery to either of them of the 
written confirmation of the sale of the securities. Written notice of intention to commence an action for rescis- 
sion must be served on the person who contracted to sell within 60 days of the date of delivery of the written 
confirmation, but no action shall be commenced after the expiration of three months from the date of service of 
such notice. 


Reference is made to the said Acts for the complete text of the provisions under which the foregoing rights 
are conferred and the foregoing summary is subject to the express provisions thereof. 


Auditors’ Report 


To the Directors, 
AQUITAINE COMPANY OF CANADA LTD. 


We have examined the consolidated balance sheet and pro forma consolidated balance sheet of Aquitaine 
Company of Canada Ltd. and its subsidiary as at July 31, 1968 and the consolidated statements of income and 
retained earnings and source and disposition of working capital for the four years and seven months then ended. 
Our examination included a general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. 


In our opinion: 


(a) the consolidated balance sheet and consolidated statements of income and retained earnings and 
source and disposition of working capital present fairly the financial position of the companies as at 
July 31, 1968 and the results of their operations and the source and disposition of their working capital 
for the four years and seven months then ended, and 


(b) the pro forma consolidated balance sheet presents fairly the financial position of the companies as at 
July 31, 1968 after giving effect to the changes set forth in Note I, 


in accordance with generally accepted accounting principles applied on a consistent basis as explained in Note 4 
to the financial statements. 


Calgary, Alberta (Signed) Touche, Ross, Bailey & Smart 
October 30, 1968 Chartered Accountants 
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Aquitaine Company of Canada Ltd. 


Consolidated Statements of Income and Retained Earnings 


Seven months ended July 31 Year ended December 31 
1968 1967 1967 1966 1965, 1964 
(unaudited) (Note 2) 
Income 
Production and other operating 
revenue, after royalties....... $4,800,297 $4,040,286.9S29T 117 $2,201,111 $.° 747813 § 24,524 
Deduct: 
Operating expenses........... 328,702 ye te | 422,187 207,375 34,600 11,749 
General and administrative ex- 
BERS RE EM ye tees oe eters 515,034 467,377 852,796 534,441 130,241 40,032 
Interest on long-term debt and 
other financial expenses..... 1,382,974 964,966 1,840,100 244,527 5,434 Hg et 
, 27226,110) . 1,656,874 Se 15,085 986,343 170,275 B29 
Net cash from operations....... 2,650,587 2,383,412 4,176,034 1,214,768 (95,462) (28,388) 


Deduct non-cash expenses 


Provision for depletion....... 355,713 323,640 554,812 107,975 9,087 36,973 
Provision for depreciation..... 59,471 43,963 75,814 28,959 15,283 7,722 
415,184 367,603 630,626 136,934 24,370 44,695 


Net income (loss) for the period 


Note 2) athe xs aAite near $2,235,403 $2,015,809 $3,545,408 $1,077,834 $ (119,832) $ (73,083) 


Retained Earnings 
Retained earnings (deficit) at be- 
ginning of period............ $4,430;327 $ 884,919 $ 884,919 $ (192,915) $(2,206,826) $ — 


Net income (loss) for the period.. 2,235,403 2,015,809 3,545,408 — 1,077,834 (119,832) (73,083) 


Adjustment in valuation of invest- 
ment in shares of Banff Oil Ltd. = = = a 2,133,204 30921335743) 


Retained earnings (deficit) at end 
Of period... J-..0.2%. eC Oe $6,665,730 $2,900,728 $4,430,327 $ 884,919 $ (192,915) $(2,206,826) 


The accompanying notes are an integral part of the financial statements. 


Aquitaine Company of Canada Ltd. 


Consolidated Statement of Source and Disposition of Working Capital 


Year ended December 31 (Notes 2 and 4) 
1967 1966 1965 1964 


Seven months ended July 31 
1968 1967 
(unaudited) 


Source of Working Capital 
Net cash income (loss) from 


OPeraviGnss ci. ok. wee eee ne $ 2,650,587 $ 2,383,412 $ 4,176,034 $ 1,214,768 $ (95,462) $ (28,388) 
Advances from parent company 5,394,062 = 2,407,859 9,402,521 8,838,384 4,842,791 
Funds provided from long-term a 

financing less portion includ- 

ed in current liabilities... .. 127,847,952. 15,9148, 23,795,249. 8,620,042 = — 

Sale of capital stock.......... = = = os = 1,000,000 
20,892,601 18,294,560 30,379,142 19,237,331. 8,742,922 _ 5,814,403 
Disposition of Working Capital 
Additions to petroleum and 

natural gas properties and 

related equipment.......... 13,378,346 8,970,725 18,634,682 20,346,145 5,985,381 1,362,902 
Additions to other property 

and- equipment: 2.1... %see 1,148,401 68,360 589,927 112,041 126,808 86,618 
Reduction in long-term debt... 1,248,409 500,000 2,000,000 — — — 
Reduction in advances from 

parent company. ...-...5 +s — 5,500,960 5,500,960 — — = 
Increase in investments and 

otherassets: 7.6 0) % a. . eee 3,186,092 161,079 1997450 41,350,199 *1,771,936 Fa) l3eeeee 

18,961,248 15,201,124 26,925,019 21,808,385 7,884,125 5,587,763 
Increase (decrease) in working 
capital. 222.) a Ree te 1,931,353 3,093,436. 3/494,123 (2,571,024) 858,797 226,640 
Working capital (deficiency) at 
beginning of period.......... 1,968,506 (1,485,617) (1,485,617) 1,085,437 226,640 a 


Working capital (deficiency) at 


endicf ‘periods (2h tS hes 


The accompanying notes are an integral part of the financial statements. 


$ 3,899,859 $ 1,607,819 $ 1,968,506 $(1,485,617) $1,085,437 $ 226,640 


Aquitaine Company of Canada Ltd. 


Consolidated Balance Sheet and Pro Forma Consolidated Balance Sheet July 31, 1968 


ASS ET 


Current 


Inventory of materials and supplies, at cost................--0-0: 
MEV Trot PIANEME I COMMDANY Tre inckeire arched els bow GLO . (Aire Tan aks Yon. 
PEeDAIGreXPENSES. 7.5 ne se Ce ee ee 


Investments and Other Assets 
Investments in other companies at cost (Note 5) 


Bani Oil td, =—-Commmon SNares.s <4 0 sco. »- ieee oa ~ os + aloe lew 
Cre Thee ee tote ae ee ee.) 

Rainbow Pipe Line Company, Ltd.—common shares............. 
Rename ale CODOSTES Rs hi fos he eats aie « MM ne tale hice eh 


Property and Equipment (Notes 4 and 6)...................--5000- 


ELA BI Tash E.s 


Current 


Accounts payable and accrued liabilities. ......2. 2 snes Om! Ik bee. 
Current*portidn’of ‘long-term debtreiwy ri Pov 2) BERR Ra IS 


east s L Orie PPC Ut NOLES (0) 82a ic aon oii ae eo RE in 9 aha we 


Advances From Parent Company 


Société Nationale des Pétroles d’Aquitaine..................0005- 


SHAREHOLDERS EOCUTT Y 


Capital Stock 
Authorized (Note 1) 


3,000,000 common shares without nominal or par value 
(pro forma—22,000,000) 


Issued 


1,000,000 common shares (pro forma—16,500,000)............. 


[SEH CES Ua GRAY Le 7 Daeg yeaa Jaen hel oan ae RAR (2 


On behalf of the Board: 
(Signed) L. Pradal, Director 
(Signed) W. D. Clark, Director 


Consolidated 
Balance 


Sheet 


$ 3,877,534 
3,082,952 
736,005 
5,364,062 
294,029 


13,354,582 


8,026,723 
663,958 
1,800,000 
Ep aye 


10,645,918 
60,519,444 
$84,519,944 


$ 1,987,200 
7,467,523 


9,454,129 
42,014,834 


25,384,657 


1,000,000 
6,665,730 


7,665,730 


$84,519,944 


The accompanying notes are an integral part of the financial statements. 
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Pro Forma 
Consolidated 
Balance Sheet 

(Note 1) 


$18,641,534 
3,082,952 
736,005 
5,364,062 
294,029 
28,118,582 


8,026,723 
663,958 
1,800,000 
152,230 
10,645,918 
60,519,444 
$99,283,944 


$ 1,987,200 
7,467,523 
9,454,723 

DONNIE Ere 


184,657 


41,039,000 
6,590,730 
47,629,730 


$99, 283,944 


Aquitaine Company of Canada Ltd. 


Notes to Consolidated and Pro Forma Consolidated Financial Statements 


July 31, 1968 


1. Pro Forma Transactions 
The pro forma consolidated balance sheet gives effect at July 31, 1968 to the following transactions: 


(a) The reconstitution of the capital of the company to consist of 22,000,000 common shares without nominal or par value by 
supplementary letters patent dated September 9, 1968 subdividing its 1,000,000 issued common shares on the basis of 14 for | 
and authorizing an additional 6,000,000 common shares. 


(b) The issue on October 30, 1968 of 1,400,000 common shares to Société Nationale des Pétroles d’Aquitaine at $18 per share and 
the satisfaction of the subscription price of $25,200,000 by the cancellation of indebtedness owing by the company to Société 
Nationale des Pétroles d’Aquitaine in such amount. 


(c) The issue and sale, pursuant to an underwriting agreement between the company and Dominion Securities Corporation 
Limited and Greenshields Incorporated dated October 30, 1968 of 1,100,000 common shares for $14,839,000 cash and the pay- 
ment and deduction from retained earnings of expenses of issue estimated at $75,000. 


2. First Fiscal Period 


The company’s first fiscal year covered the period from the date of its incorporation December 30, 1963 to December 31, 1964. 


3. Principles of Consolidation 


The consolidated and pro forma consolidated financial statements include the accounts of Rainbow Oil Company, Inc. a wholly- 
owned subsidiary from the date of its incorporation December 19, 1967. 


4. Accounting Policy 


Effective January |, 1967 the company made changes in accounting policy by adopting the following changes in accounting 
practice which are being adopted by many other Canadian oil and gas companies: 


(a) The full cost method of accounting for petroleum and natural gas properties was adopted. Under this concept, all costs, 
including a portion of the administrative expenses, relating to the exploration for and development of oil and gas reserves are 
capitalized. Depletion of such costs is provided for by the unit of production method based on total estimated recoverable 
reserves of oil and gas. Under the full cost accounting concept, proceeds on disposal of properties and production equipment 
are normally applied to reduce the cost of the remaining assets. 


(b) Depreciation of production equipment was changed to the unit of production method based on total estimated recoverable 
reserves of oil and gas. 


The consolidated statements of income and retained earnings for the years 1964, 1965 and 1966 have been restated to reflect these 
changes in accounting policy. This restatement has resulted in an increase in net income from that previously reported in the 


years 1964, 1965 and 1966 of $81,023, $586,518, and $308,063 respectively. 


5. Investment in Shares of Other Companies 


The company and its wholly-owned subsidiary owned at July 31, 1968 2,331,922 common shares of Banff Oil Ltd. The quoted 
market value of these shares at that date was approximately $32,064,000. Due to the number of shares involved, this market 
value is not necessarily indicative of the amount that could be realized if this investment were to be sold. 


The company owned at July 31, 1968, 162,000 common shares and 16,380 preferred shares, representing 30% of the issued capital, 
of Rainbow Pipe Line Company, Ltd. The remainder of its shares are held by Imperial Oil Limited, Mobil Oil Canada, Ltd. 
and Banff Oil Ltd. There was no quoted market value for these shares at that date. 


6. Property and Equipment 
Accumulated 
Investment depletion and 


at cost depreciation Net 
Retroleumrandinaturalscas propenticsm een ie tee aie salt nner $49,321,661 $ 1,064,559 $48,257,102 
Productioniequipment)9 ays eet rs ae ols, os 0 are eee 5,380,062 88,814 5,291,248 
Other capital assets anierrt a et eo? |: Rene 852,655 90,045 762,610 
Workin progress—headioffice bull dimguemcn-erreiaiay. «coat eee aac : 12025752 — 1,202,752 
=e PASH PLOCeSSINGuplanta sccm ticie re sales ss HOE ee 5,005,732 _ 5,005,732 


$61,762,862 $ 1,243,418 $60,519,444 


7. Long-Term Debt 


6% bank loan, secured by proceeds from production of certain properties, repayable during the three year 


PemodsendinesDecemberzsl™ 97a merry icc tvc ss). . SEREGs. « sclees « cotieoek Gece nee cee came $ 6,825,000 
G7Aupankwoanmcepayabie vanuary 19691(U).S295,0005000)'G).. 00: mie oe. ces esas cm udeesneesassaee a. 5,416,183 
614% foreign bank loans repayable during the four year period 1970—1973 (French francs 169,849,350) (i) (ii)... 37,062,718 
Maniousmnontgages on realuestate owned by, the Compamny......:...«oseiie« ses ece ces nw oeunecentweeeewuns 178,456 

49,482,357 

BSSSECUInNeliCADOnUI OM nr atarnaersm ten toes cra dic. eee eee aes sc eos wa RE oe iat diet ances A lone Wieder tsellaus dpdueuare waalewamarsl al 7,467,523 

$42,014,834 


(i) Recorded at the rate of exchange in effect when the funds were received by the company. 


(ii) The rate of interest fluctuates in relation to the current rate of the French Crédit National. 


8. Income Taxes 


Under Canadian income tax law, the company is entitled for tax purposes to deduct intangible development costs, namely lease 
acquisition, exploration and drilling costs, which have been capitalized for accounting purposes. As a result, no income taxes 
were payable for the four years ended December 31, 1967 and the seven month period ended July 31, 1968 and deductions 
in respect of such items of approximately $41,100,000 were available at July 31, 1968 to be carried forward against future taxable 
income. 


Bulletin Number 26 issued by the Accounting and Auditing Research Committee of the Canadian Institute of Chartered Ac- 
countants recommends income tax allocation for all differences in the timing of deductions for tax and accounting purposes 
which originate in financial years commencing on or after January |, 1968. However, Opinion No. | 1 of the Accounting Principles 
Board of the American Institute of Certified Public Accountants does not require tax allocation on timing differences arising 
from intangible development costs in the oil and gas industry. 


The company does not believe that tax allocation in respect of intangibles is appropriate and many other companies in the 
oil and gas industry in Canada are in agreement with this opinion. The company therefore does not intend to provide deferred 
taxes on timing differences involving intangible development costs. If deferred tax accounting had been followed by the com- 
pany, deferred income taxes (totalling $2,196,584) and income would have been as follows: 


Provision 
for deferred Net income 

Year ended December 31, income taxes (loss) 

OE A ata cel ae ney oats Ghetto Rr ACA EN nae Me MERC. ccc gE IN $ _ $ (73,083) 

KELSO as baal o bane eae tells Sern ees Mee nt loa ena A aan SAREE NS cad of eee Aa — (119,832) 

SSGisva eas tecpenes rs tnd Ons Slchcsea Alueucacr eRe ry heros CI CRC 5: oe aes 288,834 789,000 

NST eet hears cote ht corer the HN ME IS CAR er TS ey CCRC a 3 HORE 1,172,750 2,372,658 
Seven months ended July 31, 

NW9GZe (unaudited) sericea cc ocx ee ckceccone ss tokodnaord © sco Penton onetime 662,000 1,353,809 

NS RO teeter CAPO LNs ere er EOS Dita Nears AoA RO ICRREEEETE-3 it) © abo cae 735,000 1,500,403 


The company has adopted the policy of providing for deferred income taxes on all timing differences other than those relating to 
intangibles, but to July 31, 1968 no such provision has been required. Allowances in respect of undepreciated capital costs 
amounting to approximately $12,000,000 may be claimed for tax purposes in future years. 


9. Commitments and Contingencies 


Together with Mobil Oil Corporation and Imperial Oil Limited the company has jointly and severally guaranteed indebtedness 
of Rainbow Pipe Line Company, Ltd. in the amount of $35,000,000. 


In March 1966 an action was commenced in the United States Court for the Southern District of New York against the company 
and others alleging violation of certain United States securities laws in connection with certain sales by Banff Oil Ltd. of its stock 
including a sale of 500,000 common shares to the company. In March 1967 the Court granted the defendants’ motion for 
summary dismissal of the plaintiff's claim. Upon appeal to the United States Court of Appeals for the Second Circuit, the 
dismissal was upheld. Upon the application of the plaintiff, the appeal is currently being reviewed by the same Appeal Court. 


It is estimated that the company will expend approximately $28,000,000 in total on capital projects and investments during 
the year ending December 31, 1968, of which approximately $18,000,000 was spent to July 31, 1968. 
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Certificates 


Dated: October 30, 1968 


The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities offered 
by this prospectus as required by Part VII of the Securities Act, 1967 (British Columbia), Part 7 of The Securi- 
ties Act, 1967 (Alberta), Part VIII of The Securities Act, 1967 (Saskatchewan), Part VII of The Securities Act, 
1966 (Ontario), section 13 of the Securities Act (New Brunswick), the Quebec Securities Act and by the respec- 
tive regulations made under said Acts. 


(Signed) G. Rutman (Signed) M. Rapaccioli 
President Treasurer 


On behalf of the Board of Directors 


Gigned). Wa D. Ciarhaene? (Signed) LPradaieeee 
Directors . 
(Sioned) Gan uenen ? (Signed) Waa om 
(Signed) NoPhittee Suan Pradal 
Underwriters 


To the best of our knowledge, information and belief, the foregoing constitutes full, true and plain disclosure 
of all material facts relating to the securities offered by this prospectus as required by Part VII of the Securities 
Act, 1967 (British Columbia), Part 7 of The Securities Act, 1967 (Alberta), Part VIII of The Securities Act, 1967 
(Saskatchewan), Part VII of The Securities Act, 1966 (Ontario), section 13 of the Securities Act (New Bruns- 
wick), the Quebec Securities Act and by the respective regulations made under said Acts. In respect of matters 
which are not within our knowledge, we have relied upon the accuracy and adequacy of the foregoing. 


DOMINION SECURITIES CORPORATION LIMITED GREENSHIELDS INCORPORATED 
By: (Signed) F. H. Logan By: (Signed) B. P. Drummond 


The following includes the names of every person having an interest, either directly or indirectly, to the ex- 
tent of not less than 5% in the capital of Dominion Securities Corporation Limited: D. H. Ward, S. E. Nixon, 
F. H. Logan, J. H. Davie, T. P. N. Jaffray, J. G. K. Strathy, A. 1. Matheson, W. E. Parker and P. Mackenzie, 
and in the capital of Greenshields Incorporated: Peter Kilburn, Viscount Hardinge, Dudley Dawson, J. E. 
Brookes and W. T. Moran. 
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